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THE  PRINCIPLES,  &c. 


CHAPTER    I. 


Necessity  for,  and  advantage  to  he  derived  from^ 
Joint  Stock  Banking  in  England. 

The  invention  of  Banking  to  assist  and  enlarcre  the  com- 
merce  of  mankind,  has  been  happily  compared  with  that  of 
arithmetic  to  extend  and  expedite  their  powers  of  calculation. 
The  utility,  therefore,  of  Banks  to  a  commercial  nation  like 
this,  need  hardly  be  discanted  upon.  They  are  the  channels 
by  which  remittances  of  money  are  made  in  every  direction 
throughout  the  country  ;  and  by  which  the  transactions  of  all 
the  component  parts  of  the  community,  infinite  as  may  be  the 
number  of  their  combinations,  are  balanced  and  settled  between 
each  and  all,  without  the  risk,  the  trouble,  or  the  inconvenience 
of  individual  transference.  They  are  the  medium  through 
which  all  bills,  when  due,  are  presented  ;  thus  giving  to  pro- 
missory engagements  a  character  which  renders  them  service- 
able and  negotiable,  by  affording  a  necessary  focus  for  the 
punctuality  of  their  payment.  By  most  classes,  moreover, 
they  are  preferred  as  depositaries  of  money.  The  merchant 
and  trader,  of  every  description,  confide  to  their  keeping  such 


sums  as  the  current  demands  of  their  business  may  require 
them  to  possess ;  the  capitahst  not  unfrequently  lodges  larger 
amounts  in  their  hands,  to  be  available  for  any  investment  he 
may  determine  upon  ;  and  the  landed  proprietor  deposits  with 
them  the  ready  cash  which  he  may  not  want  for  immediate 
expenditure  or  use.  The  floating  capital,  again,  thus  placed  at 
their  disposal,  is  capable  of  being  re-advanced  to  the  public  on 
proper  securities,  assuring  facility  to  the  commerce,  accommo- 
dation to  the  trade,  and  support  to  the  industry  of  the  country. 
Nor  is  this  all :  the  Country  Banks,  to  which  we  are  specially 
adverting,  are  not  only  the  reservoirs  of  our  capital,  but  the 
fountains  of  our  currency ;  their  promissory  notes  being  adopted 
to  a  great  extent,  as  a  more  convenient  substitute  for  the  costly 
and  clumsy  circulation  of  metals. 

That  the  pubhc  should  feel  an  intense  and  nervous  interest 
in  the  welfare  of  establishments,  to  which  such  important  func- 
tions as  these  are  intrusted,  is  no  matter  of  surprise.  Indepen- 
dent of  other  considerations,  every  man  who  possesses  so  much 
as  a  Bank  Note  is  concerned  in  their  stability ;  and  nothing 
can  affect  their  credit  without  spreading  agitation  and  terror 
throughout  the  whole  sphere  of  their  dealings.  The  moment 
that  any  apprehension,  no  matter  how  slight  or  groundless,  is 
excited  as  to  the  solvency  of  a  Bank,  hundreds  rush  to  its  doors 
to  demand  cash  for  its  notes,  or  to  withdraw  from  it  their 
deposits  ;  and  thus,  by  their  own  precipitation,  often  create  the 
very  evil  which  they  fear.  Many  Country  Banks,  which  are 
solvent  and  even  wealthy,  cannot,  at  a  peremptory  notice, 
convert  their  assets  so  as  to  meet  the  whole  weight  of  their 
liabilities ;  and,  under  these  circumstances,  as  a  bad  Bank  is 
crushed  by  the  7'un  from  its  weakness,  so  a  good  one  may  be 
borne  down  before  its  strength  and  resources  can  be  collected 
to  encounter  it.  When  a  Bank,  thus  beset,  is  brought  to  a 
stop,  the  desolation  and  misery  which  it  produces  are  incal- 
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culable  ;  nor  arc  the  consequences  trifling)  should  it  even  be 
safe  from  such  a  catastrophe.  Though  it  may  weather  the 
storm,  it  is  only  by  hauling  in  every  inch  of  canvass  it  can 
handle,  and  cutting  away  every  spar  it  can  dispense  with.  It 
is  no  longer  the  convoy  it  was,  protecting  trade  from  alarm 
and  drawing  commerce  in  its  wake ;  but  rides  on  the  subsiding 
swell  in  timid  security,  incapable  of  relieving  the  distress  or 
averting  the  ruin  which  surround  it.  In  fact,  although  a  run 
may  not  compel  a  Bank  to  stop  payment,  it  causes  it  to  put  a 
temporary  stop  to  its  usual  Banking  operations.  All  its  func- 
tions quoad  benefit  to  the  public,  are  partially  suspended  ;  and 
men  of  business  being  suddenly  deprived  of  the  assistance  and 
accommodation  upon  which  they  have  been  accustomed  to 
rely,  and  upon  which  the  regularity  of  their  payments  and  the 
maintenance  of  their  credit  depend  ;  confusion,  embarassment, 
and  bankruptcy,  find  victims  in  every  part  of  the  district  that 
is  affected. 

Every  one  knows  that  these  are  not  merely  speculative  evils  ; 
they  are  not  only  of  constant  occurrence  in  isolated  instances, 
but  for  the  last  forty  years  seem  to  have  periodically  set  in 
M'ith  the  devasting  violence  of  a  hurricane.  In  that  period,  no 
less  than  Jour  hundred  Country  Banks  have  been  declared 
bankrupt ;  and  to  these,  upon  undisputed  authority,  are  to  be 
added  twelve  hundred  cases  of  composition  and  suspended  and 
protracted  payments  !  In  1793,  there  were  twenty-six  such 
bankruptcies  ;  in  the  years  1814,  1815,  and  1816,  there  were 
ninety-two;  between  1816  and  1825,  sixty-two;  and  from 
October  1825,  to  February  1826,  no  less  than /ifty-ni7ie !  To 
these,  as  before  stated,  we  must  add  a  triple  proportion  of 
compositions  !  It  is  unnecessary  to  dwell  upon  the  havoc  of 
private  fortune  and  national  wealth,  which  these  failures  must 
have  occasioned.  The  panic  of  1825  is  so  recent,  and  its 
effects  even  yet  so  extensively  felt,  as  to  render  such  a  delinea- 
tion superfluous. 
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But  it  is  an  ill  wind  indeed  that  does  not  bring  with  it  the 
seeds  of  something  that  is  good ;  and  the  panic  of  1825  in 
some  measure  justified  the  proverb.  Amidst  the  countless  evils 
which  it  inflicted,  it  eff*ected  one  great  improvement,  in  giving 
to  that  nervous  interest,  which  we  have  described  the  public 
as  taking  in  the  character  of  Country  Banks,  a  somewhat  more 
rational  complexion.  Hitherto  it  has  amounted  only  to  a 
dozing  suspicion,  which  even  a  whisper  would  startle  into  pre- 
cipitation, as  perilous  to  itself  as  to  the  objects  of  its  fitful 
vigilance ;  but  the  disasters  of  that  memorable  convulsion  ele- 
vated it  into  a  more  sedate  principle  of  caution,  and  disposed 
our  minds  for  the  suggestion,  that,  although  it  was  well  to  be 
awake  to  the  alarm  of  danger,  it  was  much  better  to  be  safe 
against  it.  Public  attention  had  already  been  called  to  the 
superiority  of  the  Banking  System  in  Scotland  ;  but,  the  mono- 
poly of  the  Bank  of  England  rendering  that  system  impracti- 
cable with  us  by  law,  the  subject  had  not  met  with  that  con- 
sideration which  it  deserved.  The  tremendous  crisis,  however, 
of  1825,  not  only  opened  our  eyes  to  the  past  evils,  but  gave 
a  proper  direction  to  our  views  for  the  future.  The  broad 
and  simple  fact  stared  us  in  the  face,  that,  during  all  the  vicis- 
situdes which  had  attended  Banking  in  England,  Scotland  had 
been  exempt  from  them  ;  and  that  even  the  last  general  epi- 
demic, which  had  raged  amongst  the  Banks  in  England,  in- 
volving in  one  common  calamity  the  healthy  and  the  infirm, 
had  been  stayed,  as  if  by  a  talisman,  at  the  Border.  The 
effects  of  the  panic,  it  is  true,  afflicted  every  country  connected 
with  us,  and  Scotland  with  the  rest.  But  the  panic  did  not 
itself  extend  to  Scotland  ;  and  was  only  felt  there  sympa- 
thetically from  the  relations  existing  between  us. 

The  truth  was  perceived  then,  and  is  now  universally  known, 
that  the  security  of  the  Scotch  Banks  arose  from  theii*  being 
Joint  Stock  Companies.  Such  a  company,  as  it  exists  in 
Scotland — for  those  since  established  in  England  differ  in  a 
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most  material  feature  of  their  constitution — is  all  but  absolutely 
safe  against  distrust,  and  proof  against  danger.  The  amount 
of  its  capital,  and  the  number  of  its  shareholders,  guarantee 
the  country  from  eventual  loss ;  while,  at  the  same  time,  the 
publicity  of  its  affairs  firmly  fixes  the  public  confidence.  The 
directors  are  called  upon,  annually,  for  an  account  of  their 
stewardship,  and  to  declare  a  dividend  of  the  profits  they  have 
made  ;  and  it  is  beyond  the  limits  of  probable  villainy  or 
possible  fraud,  that  they  should  do  this  otherwise  than  honestly. 
The  communication  thus  made  to  the  shareholders,  is  virtually 
made  to  the  world  at  large ;  and  the  dividend  paid  by  such  a 
Bank,  is,  therefore,  a  practical  expose  of  its  condition.  With 
Private  Banks  in  this  country,  on  the  other  hand,  undoubtedly 
there  are  many  which  realise  large  profits,  and  are  as  solvent 
as  any  Bank  in  Scotland  can  be ;  but  the  public  have  no  evi- 
dence of  this.  There  is  no  satisfactory  mode  of  ascertaining 
their  capital  or  prosperity  ;  and,  in  periods  of  alarm,  they  are 
liable  to  the  same  distrust  as  weaker  establishments.  As  a 
weak  Bank  obtains  undue  credit,  because  the  public  have  no 
evidence  of  its  weakness,  so  a  strong  Bank  incurs  unmei'ited 
distrust  from  the  same  want  of  evidence  of  its  strength. 
Another,  and  very  important  advantage  of  the  Scotch  system, 
is  this  :  if  the  credit  of  an  individual  Bank  is  questioned,  the 
whole  body  of  these  establishments,  having  the  same  confidence 
in  each  other  which  the  public  have  in  them  at  large,  are  able 
and  ready  to  support  it.  It  is  their  interest,  of  course,  to  do 
so,  to  prevent  the  confusion  which  a  stoppage  would  produce. 
Or,  if  a  Bank,  from  not  doing  well,  though  still  solvent,  should 
be  disposed  to  wind  up  its  affairs,  it  would  have  no  difficulty 
in  finding  another  Bank  to  undertake  its  obligations,  and  carry 
on  its  business  as  before.  Much  public  inconvenience  is  thus 
avoided ;  and,  perhaps,  much  ultimate  ruin  averted.  Our 
country  Banks,  on  the  contrary,  in  critical  emergencies,  cannot 
assist  each  other  ;  for  they  are  generally  all  in  discredit  at  the 


same  time,  and  each  has  plenty  of  difficulties  of  its  own.  To 
this  we  may  add,  that  a  Private  Bank  rarely  extricates  itself 
from  a  losing  business  while  solvent ;  and,  in  nine  cases  out  of 
ten,  when  it  winds  up,  its  first  step  is  to  stop  payment. 

This  grievous  contrast  between  the  Scotch  and  English 
Banks  in  point  of  security,  was  pressed  so  severely  on  our 
attention  by  the  phenomena  of  the  last  panic,  that  we  began 
not  only  to  desire  an  improvement,  but  to  comprehend  the 
means  of  it ;  and  the  Government,  as  was  their  duty  and  policy, 
so  far  concurred  in  this  disposition  of  the  public,  as  to  effect 
such  an  alteration  in  the  Charter  of  the  Bank  of  England,  as 
permitted,  under  certain  restrictions,  the  establishment  of  Joint 
Stock  Banking  Companies  in  England.  But  there  were  higher 
considerations  than  the  mere  security  of  Banks  in  the  abstract, 
which  should  have  induced  the  Government,  not  only  to  permit 
the  individual  formation  of  such  establishments,  but  to  promote 
them  on  a  sound  and  comprehensive  basis,  which  would  have 
ensured  to  the  nation  all  the  advantages,  of  which  the  system, 
properly  modified  and  perfected,  is  capable.  The  few  detached 
and  feeble  companies  which  have  grown  up  under  its  neglect, 
are  no  more  effectual  for  the  objects  which  tlje  system  in  that 
state  is  designed  to  accomplish,  than  some  score  of  recruiting 
parties,  dispersed  among  the  larger  municipalities,  would  be  to 
garrison  the  country.  Let  us  briefly,  by  reverting  to  Scotland, 
examine  what  the  nature  of  those  objects  is. 

From  the  unhmited  confidence  which  the  capital  and  pub- 
licity of  the  Scotch  Banks  command,  deposits  are  made  with 
them  to  an  extent  little  conceived  in  this  country.  The 
English,  as  well  as  the  Scotch  Banks,  allow  interest  upon 
deposits ;  but  in  England,  the  deposits  with  Banks  are  very 
much  confined  to  the  amount  that  people  would  keep  at  home, 
for  the  demands  of  business  and  expenditure,  if  there  were  no 
Banks  to  deal  with.  In  Scotland,  on  the  contrary,  people  keep 
money  in  Banks,  not  merely  as  a  place  of  convenience,  but  as 


a  place  of  investment.  Upwards  of  fourteen  millions,  it  is  said, 
are  thus  deposited  with  the  five  principal  Banking  Companies, 
in  sums  not  exceeding  two  hundred  pounds  ;  and  it  is  a  curious 
fact,  indicative  of  the  permanency  of  these  deposits,  that  though 
the  Banks  since  the  war  have  reduced  the  rate  of  interest  from 
four  to  two  per  cent.,  it  has  had  little  or  no  effect  in  reducing 
the  amount  of  money  lodged  in  their  hands. 

The  same  spirit  of  confidence  which  brings  this  money  to 
their  coffers,  enables  them,  also,  to  make  the  best  use  of  it, 
without  any  reservation  from  the  fear  of  its  being  suddenly 
recalled  or  materially  diminished.  A  Country  Banker  in 
England,  who  must  always  be  prepared  for  a  run,  can  only 
advance  money  on  commercial  bills,  which  he  can  get  re-dis- 
counted elsewhere,  should  an  unexpected  demand  upon  him 
arise.  But  the  Scotch  Banks  are  not  thus  fettered.  They 
can  lend  money  in  any  way  that  may  be  beneficial  to  the  coun- 
try, and  profitable  to  themselves ;  and  make  a  practice  of  ad- 
vancing it  on  what  are  called  Cash  Accounts.  Any  farmer,  or 
person  in  trade,  upon  finding  sufficient  securities  or  responsible 
sureties,  may  open  an  account  with  a  Bank,  and  overdraw  it  to 
the  stipulated  extent,  paying  interest  on  the  balance  against 
him,  which  he  may  increase  or  lessen  at  his  pleasure.  The 
money  thus  advanced  is  the  best  employed  capital  in  Scotland, 
calling  forth,  as  it  does,  a  large  amount  of  skill  and  industry 
into  productive  activity,  which  would  otherwise  be  dormant,  or 
misdirected.  In  England,  however,  this  is  called  "illegitimate 
banking,"  because  the  money  would  be  out  of  reach  in  the  event 
of  a  panic  ;  whereas,  in  Scotland,  it  is  the  most  legitimate  of 
any,  not  only  for  the  country,  but  for  the  Banks  themselves, 
as  they  seldom  suffer  for  their  liberality. 

The  benefits  from  which  we  are  thus  debarred,  by  the 
constraint  felt  by  our  Country  Banks,  are  of  no  slight  import- 
ance ;  but  the  positive  evil  which  it  occasionally  inflicts,  is  still 
more  momentous.  The  Banks  being  able  to  advance  money 
on  commercial  bills  alone,  the  consumj)tive  circulation  of  the 
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colintry,  which  consists  mainly  of  their  issues,  depends  upon 
the  uncertain  amount  of  such  bills  which  they  can  obtain. 
The  Bank  of  England,  in  dealing  with  the  pubhc,  confines 
itself,  also,  to  the  discount  of  commercial  bills ;  but  when  it 
has  not  a  sufficient  demand  for  money  upon  such  bills,  it  keeps 
up  its  issues  by  the  purchase  of  Exchequer  Bills,  In  the  like 
manner,  the  Private  Bankers  in  London,  when  they  cannot 
lend  out  the  money  deposited  with  them  on  commercial  bills, 
return  it  into  circulation  by  the  same  means,  or  in  lending  it 
on  the  security  of  stock.  In  London,  therefore,  the  system 
adopted  by  the  Banks,  of  advancing  money  to  their  customers 
on  bills  only,  is  productive  of  no  evil ;  because  they  can  keep 
up  the  circulation,  by  resorting  to  the  Stock  Exchange,  when- 
ever the  demand  for  money  upon  bills  is  not  sufficient  for  the 
purpose.  But  in  the  country,  if  the  Private  Banks  cannot 
lend  money  upon  bills,  they  cannot  lend  it  at  all ;  and  their 
issues  are,  consequently,  contracted.  To  the  feeble  character 
of  the  Country  Bands  in  this  respect,  we  may,  undoubtedly, 
attribute  much  of  the  monetary  derangement  and  provincial 
distress  which  were  in  progress  from  1818  to  1823.  During 
that  period,  a  comparatively  very  limited  amount  of  commercial 
bills  was  presented  for  discount  either  to  the  Bank  of  England, 
or  the  Private  Bankers  in  London  ;  but  they  were  enabled, 
the  one  to  keep  up  its  branch  of  the  currency,  and  the  others 
to  get  their  funds  into  circulation,  in  the  manner  we  have  de- 
scribed. In  the  country  bills  were  equally  scarce;  but  the 
Country  Banks,  on  the  contrary,  not  having  the  power  of  issu- 
ing their  notes  in  the  purchase  of,  or  in  loans  upon  Government 
securities,  and  no  other  legitimate  course  being  open  to  them, 
their  issues  underwent  a  contraction,  which  was  correctly  indi- 
cated, by  the  disastrous  fall  of  prices  which  it  occasioned,  to  be 
no  less  than  45  per  cent. ! 

With  Joint  Stock  Banks  such  as  Scotland  possesses,  results 
like  these  never  need  occur.  As  they  can  safely  lend  upon  any 
good  securities  without  reference  to  time,  they  are  able  to  keep 


11 

up  their  issues  by  loans  upon  mortgage  and  other  permanent 
advances,  whenever  an  anomaly  in  the  working  of  the  monetary 
system  arises  to  contract  them.  It  is  evident,  therefore,  that 
our  Country  Banks  ought  to  be  Banks  of  this  nature,  and  of 
the  strongest  description.  They  never  ought  to  bo  deterred, 
when  the  state  of  the  currency  requires  it,  from  lending  money 
in  any  proper  way  that  there  may  be  a  demand  for  it,  as  an 
equivalent  to  the  power  which  the  Bank  of  England  possesses 
of  keeping  up  its  issues  by  the  purchase  of  Exchequer  Bills. 
And  in  those  districts  where  the  agriculturists,  who  have  no 
bills  to  discount,  are  the  only  borrowers,  and  who  can  never 
borrow  with  advantage,  unless  allowed  their  own  time  for  repay- 
ment, the  necessity  for  such  Banks  is  more  particularly  urgent ; 
whereas  it  is  in  these  very  districts  that  our  Banks  are  the 
worst  and  weakest.  The  extent  of  business  done  and  profits 
made  by  isolated  concerns  like  the  present,  are  not  sufficient 
to  induce  mer/  of  large  capital  to  undertake  the  trade;  and  it 
is,  consequently,  pursued  by  parties  of  very  limited  property 
and  credit,  who,  for  their  own  security,  are  obliged  to  confine 
themselves  to  the  narrowest  principles  of  Private  Banking. 

The  Joint  Stock  Banks  which  have  been  already  established 
under  the  x\ct  of  1826,  are,  certainly,  so  many  steps  in  the 
right  direction  ;  but  they  go  a  very  little  way,  and  do  not  pro- 
mise, in  any  finite  time,  to  lead  us  to  the  desired  improvement. 
Individually  considered,  they  lack,  as  we  shall  see  in  the  suc- 
ceeding section,  the  primary  qualities  that  are  necessary  to  re- 
alise the  objects  we  have  pointed  out :  and  we  have  the  evidence 
of  the  seven  past  years,  that  there  is  no  tendency  in  them  to 
organise  and  propagate,  which  would  lead  us  to  regard  them  as 
the  germs  of  a  system  in  its  growth  towards  perfection.  Some 
more  comprehensive  design,  and  more  powerful  agency,  are 
manifestly  wanting ;  and  it  is  the  purpose  of  these  observations 
to  shew  what  the  desideratum  is,  and  to  point  out  the  means  of 
attaining  it. 


CHAPTER  11. 

TJie  Joint   Stock  system   required  a  Metropolitan 
one,  such  as  exists  in  Scotland. 

We  have  already  observed,  that  it  is  in  agricultural  districts 
that  the  benefit  of  Joint  Stock  Banks  vrould  be  most  sensibly 
felt,  the  narrow  system  of  Private  Banking  being  wholly  inade- 
quate to  their  wants.  The  superior  credit  of  Joint  Stock  Banks 
enables  them  to  obtain  deposits,  to  a  greater  amount,  and  at  a 
lower  rate  of  interest,  than  a  Private  Bank  on  the  one  hand ; 
and  the  more  liberal  nature  of  their  dealings  enables  them  to 
lend  it  at  a  higher  rate  of  interest  on  the  other.  They  are 
calculated,  therefore,  not  only  to  afford  the  accommodation 
which  a  Private  Bank,  with  safety,  cannot,  but  to  afford  it  in 
localities  where  a  Private  Bank  cannot  even  exist.  Hence  it 
is,  that  in  Scotland  the  convenience  of  Banking  is  extended  to 
places,  where  a  private  Bank  could  not  clear  its  expences.  In 
the  little  village  of  Coldstream,  well  known  to  the  northern 
traveller  as  Ijing  in  an  agricultural  district  on  the  border  of 
Northumberland,  there  is  a  branch  of  one  of  the  Scotch  Com- 
panies, which  does  more  business  than  is  transacted  in  any  of 
the  tov/ns  of  that  extensive  county,  except  Newcastle  and 
Shields.  Instances  like  these — and  in  Scotland  they  are  ob- 
servable in  every  central  spot  for  the  transactions  of  a  neigh- 
bourhood— demonstrate  the  demand  which  really  exists  for 
Banking  Establishments  on  a  system  adapted  to  its  wants  ;  and 
at  the  same  time  incontestibly  prove,  not  only  that  a  field  for 


Banking  is  to  be  found  among  our  agricultural  communities, 
the  most  open  and  improvable,  but  that  such  Banks  as  we 
recommend,  are  alone  adequate  to  occupy  it  with  benefit  to 
themselves  and  advantage  to  the  country. 

But  even  of  the  few  Joint  Stock  Banks  which  have  hitherto 
been  formed,  the  great  majority  have  been  established  in  large 
commercial  and  manufacturing  towns,  where  private  Banking 
exists  in  the  greatest  perfection,  and  where  the  want  of  that 
accommodation  which  Joint  Stock  Banks  can  afford,  is  the  least 
called  for  or  felt.  In  the  smaller  market  towns,  which  are  re- 
spectively a  nucleus  for  the  agricultural  money  dealings  of  its 
neighbourhood,  and  where  Banking  is  either  unknown  or  con- 
ducted on  the  most  unsafe  and  unsuitable  principles,  very  few 
such  establishments  can  yet  be  found.  The  causes  of  this  de- 
ficiency and  backwardness  will  at  once  lead  us  to  the  remedy 
for  them. 

The  comparatively  limited  progress  then,  we  must  remark, 
which  Joint  Stock  Banks  have  hitherto  made  in  this  country, 
cannot  be  attributed  to  the  indifference  of  the  Public  regarding 
them.  We  may  hear  them  every  where  adverted  to  as  desir- 
able and  important  objects  ;  and  wherever  they  have  been  set 
on  foot,  they  have  been  subscribed  to  with  an  avidity,  which  is 
not  likely  to  be  diminished  by  the  great  success  which  has  uni- 
formly attended  them.  But  the  Public,  though  by  no  means 
timid  in  such  undertakings,  generally  hang  back  until  parties  of 
wealth  and  influence  take  the  lead.  With  respect  to  Banking 
Companies  in  particular,  they  naturally  wish,  and  in  the  first 
instance  expect  to  see,  people  of  considerable  respectabihty  at 
the  head  of  them  ;  and  such  people  in  provincial  places,  from 
personal  and  other  motives,  are  slow  in  coming  forward.  In 
general  they  do  not  possess  that  information  of  the  nature  and 
details  of  the  business,  which  is  requisite  to  its  commencement 
and  conduct ;  and  this  want  of  knowledge  is  not  only  an  impe- 
diment in  itself,  but  productive  also  of  another,  in  augmenting 
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their  apprehension  of  the  responsibility  involved.  The  leading 
people,  moreover,  in  second  rate  market  towns,  moving  in  the 
same  little  sphere  of  society,  are  mostly  intimate  or  connected 
with  the  existing  Bankers,  an3,  therefore,  feel  a  delicacy  in 
proposing  any  measure  that  may  be  injurious  to  them. 

It  is  thus  that  we  are  often  forced  into  the  right  method  of  ac- 
complishing an  object,  by  the  difficultiesand  ill  success  of  attempt- 
ing it  in  a  wrong  one.  From  the  comparatively  slow  advance  al- 
ready made  in  the  establishment  of  Joint  Stock  Banks,  more  espe- 
cially in  those  districts  where  they  are  most  wanted,  it  is  obvious 
that  little  is  to  be  expected  from  the  local  efforts  of  individuals 
in  originating  their  formation;  and  we  naturally  turn  to  Scotland, 
from  whence  the  system  is  borrowed,  to  ascertain  by  what  omis- 
sion or  misdirection  we  have  failed  in  our  endeavonrs  to  adopt 
it.  Now  it  is  not  only  true  that  the  best  Banks  in  Scotland  are 
metropolitan  institutions,  but  that  the  local  Joint  Stock  Banks 
which  may  be  found  in  the  principal  towns,  owe  to  these  institu- 
tions their  origin  and  progress.  In  Ireland,  likewise,  it  was 
not  until  the  Provincial  Bank  of  Ireland,  which  is  a  London 
Company,  had  established  its  Branches,  that  local  Companies 
started  into  existence.  It  is  idle,  therefore,  to  look  for  any 
extensive  improvement  from  the  solitary  and  unattested  attempts 
that  have  already  been  made.  An  impulse  must  be  given  from 
some  great  central  seat  of  intelligence  and  wealth  ;  and  London 
is  evidently  the  spot  best  calculated  for  the  purpose. 

It  is  not,  however,  in  the  paucity  alone  of  the  present  Joint 
Stock  Banks  that  a  reason  exists  for  the  comprehensive  measure 
we  are  contemplating.  Instead  of  being  confined  to  some  thirty 
of  our  principal  towns,  were  they  to  become  ever  so  general, 
they  are  of  too  feeble  a  character  to  rccomplish  the  great  objects 
of  their  design.  A  large  majority  of  them  have  a  cash  Capital 
varying  only  from  fifteen  to  fifty  thousand  pounds.  Such 
Banks,  being  unable  to  pay  the  expence  of  a  proper  system  of 
checks,  and  possessing  a  more  confined  knowledge  of  the  busi- 
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ness  of  BankintT,  are  at  once  more  liable  to  loss  and  less  com- 
petent to  bear  it.  With  such  small  capitals,  it  is  clear,  they 
could  never  conduct  their  operations  on  a  broad  scale  of  public 
accommodation.  With  resources  so  limited,  they  must,  like 
private  Banks,  keep  their  funds  close  within  reach ;  and  in 
agricultural  districts,  where  the  accommodation  required  is  of 
a  permanent  description,  they  could  never  afford  it  on  the  prin- 
ciple, or  to  the  extent,  that  is  necessary.  For  the  same  reason, 
they  would  be  unable  to  prevent  the  capricious  contractions  of 
their  circulation.  As  we  have  before  observed,  they  ought  not 
for  this  purpose,  to  be  deterred  from  lending  money  on  any 
good  security  that  the  Public  may  have  to  offer,  when  a  suffi- 
cient demand  for  it  does  not  exist  in  the  ordinary  channels — a 
wholesome  liberality  of  which  such  Banks  are  incapable.  Nei- 
ther, again,  does  their  insulated  position  bring  within  their  scope 
the  information  necessary  to  govern  them  in  checking  an  im- 
proper expansion  of  their  issues,  when  the  demand  for  money 
beyond  the  supply  has  a  tendency  unduly  to  enlarge  them,  and 
renders  a  judicious  controul  over  their  operations,  one  of  the 
most  delicate  and  important  functions  of  their  office. 

In  short,  though  these  Banks  may  do  very  well,  as  in  Scot- 
land, if  the  system  be  upheld  by  more  powerful  establishments, 
yet,  without  that  support,  they  would,  however  numerous,  be 
unproductive  of  the  benefits  desired.  The  radical  principle  of 
their  weakness  is,  that  the  capital  they  possess  wants  the  power 
of  consolidation.  With  a  large  establishment,  a  much  smaller 
amount  of  capital  is  requisite,  than  with  a  number  of  small  ones. 
The  British  Linen  Company  of  Scotland  has  about  twenty-five 
establishments ;  and  if  its  capital  were  equally  divided  amongst 
them,  the  portion  to  each  would  be  .£'20,000 — a  sum  totally 
inadequate  to  sustain  the  credit  of  the  least  of  them.  Yet 
united,  its  capital  is  fully  sufficient  for  all  the  business  it  can 
obtain.  Thus,  also,  it  is  with  the  Joint  Stock  Banks  constituted 
here.     United,  their  capitals  would  be  ample ;  but  as  at  pre- 
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sent  constructed,  they  are  wholly  unequal  to  the  duties,  which 
it  is  the  interest  of  the  Public  that  they  should  be  able  to 
perform. 

In  whatever  light,  therefore,  we  consider  the  subject— whe- 
ther we  direct  our  views  to  the  means  of  stimulating  the  forma- 
tion of  local  Banks  and  supporting  those  already  in  operation ; 
or  of  giving  accommodation  to  the  Public  on  a  better  system 
of  dealing ;  or  of  supplying  the  largest  amount  of  credit  to  the 
business  of  Banking,  with  the  smallest  amonnt  of  capital,  as  in 
Scotland — a  system  which  is  not  only  the  best  but  the  cheapest 
for  the  country — in  whatever  light,  we  repeat,  the  subject  is 
considered,  a  Metropolitan  Institution  is  obviously  the  deside- 
ratum to  be  sought ;  and  that  which  we  propose,  will  probably 
appear  as  perfect  and  practicable,  as  experience  and  reflection 
can  suggest. 

Not  to  impede  the  course  of  our  observations  hereafter,  we 
may  mention  here,  parenthetically,  that  such  an  Institution  as 
we  are  about  to  submit,  is  necessary  moreover  as  a  stay  to  the 
existing  Country  Banks,  which  will  never  be  wholly  superseded, 
and  which,  therefore,  it  is  desirable  to  protect.  A  great  source 
of  difficulty  to  private  Banks,  in  periods  of  difficulty,  arises 
from  their  being  driven  to  liOndon  for  assistance.  If  they 
could  obtain  it  on  the  spot,  as  they  could  with  a  Branch  of  a 
Metropolitan  Establishment  in  their  neighbourhood,  it  would 
enable  them  to  do  business  more  safely  and  extensively  than 
they  do,  because,  on  an  emergency,  they  would  have  assistance 
at  hand,  which  would  never  be  refused  or  niggardly  afforded. 
Such  an  Establishment,  in  fact,  would  have  the  same  interest 
in  supporting  a  private  Bank,  that  the  Scotch  Banks  have  in 
supporting  each  other. 


CHAPTER  III. 

Tke  Plan  of  the  undertakmg. 

In  adopting  the  plan  of  an  institution  which  may  have 
worked,  beneficially  elsewhere,  we  should  follow  it,  not  impli- 
citly, but  judiciously  ;  carefully  discriminating  between  its 
essential  characteristics,  and  those  which  are  merely  adventi- 
tious. We  should  ascertain,  on  the  one  hand,  how  far  it  may 
have  been  warped  to  the  peculiar  circumstances  of  the  country 
from  which  we  derive  it ;  and,  on  the  other,  what  modifications 
are  requisite  and  practicable  to  shape  and  accommodate  it  to 
our  own.  And  lastly,  we  should  satisfy  ourselves  that,  in  the 
form  we  determine  to  construct  it,  we  shall  find  it  efficient  and 
manageable  on  the  scale  intended  for  our  operations.  Let  us 
apply  these  principles  to  the  object  in  view,  and  we  shall  come 
to  a  clearer  conception  of  the  sort  of  institution  we  require. 

There  are  two  modes  of  conducting  the  Branch  Establish- 
ments of  Joint  Stock  Banks  in  use — namely,  that  of  the  Scotch 
Bank,  and  that  of  the  Provincial  Bank  of  Ireland. 

The  Metropolitan  Scotch  Banks  have  branches  in  all  the 
towns,  and  in  many  of  the  villages  in  Scotland,  which  are 
conducted  by  agents  under  their  direction  and  controul.  But 
the  power  of  lending  money  is  not  one  that  can  very  safely  be 
deputed ;  and  the  Scotch  Banks,  therefore,  not  only  pay  their 
agents  a  fixed  salary,  that  they  may  not  be  tempted  to  do 
improper  business  for  the  sake  of  a  commission  on  it,  but 
require  them  to  be  responsible,  and  to  find  ample  security,  for 
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the  bad  debts  they  may  contract.  The  directors,  moreover, 
require  such  weekly  returns,  as  enable  them  to  keep  duplicate 
books ;  and  thus  have  the  same  cognizance  of  every  man's 
account  as  if  actually  upon  the  spot.  In  addition  to  these 
precautions,  they  are  continually  sending  inspectors  to  examine 
their  agents'  transactions ;  and  some  of  them  have  every  bill 
that  is  discounted  sent  up  to  Edinburgh  to  be  overlooked. 

This  mode  of  doing  business  is  practicable  in  a  thinly  popu- 
lated country,  where  individual  credit  is  easily  appreciated, 
and  where  the  connection  of  the  metropolis,  as  in  the  case  of 
Edinburgh,  with  all  parts  of  the  country  is  so  intimate,  that 
the  personal  character  of  any  man  of  business  in  the  kingdom 
is  either  well  known  or  quickly  ascertained.  But  in  England 
it  would  be  otherwise,  where  the  country  is  more  populous  and 
less  united,  and  the  chai'acter  and  dealings  of  the  people  less 
known  to  each  other.  It  may,  therefore,  be  doubted  whether 
the  system  of  simple  agency  would  answer  in  England  at  all. 
It  has  not  been  found  to  answer  in  the  case  of  Private  Banks, 
very  few  of  whom  employ  such  agencies  ;  and  some  of  the 
Joint  Stock  Banks  that  have  tried  them  have  already  given 
them  up.  The  Bank  of  England,  indeed,  has  adopted  them  ; 
but  the  business  of  its  branches  is  confined  to  the  discounting 
of  bills  upon  London,  which  the  directors,  from  their  own 
knowledge,  can  tolerably  appreciate.  Besides,  there  is  nothing 
in  the  Branch  Banks  of  the  Bank  of  England  to  set  them  up 
as  an  example  in  any  respect,  as  they  are  neither  productive  of 
profit  to  the  Bank,  nor  additional  accommodation  to  the  public. 
It  is  only,  indeed,  by  doing  a  certain  sort  of  business  for  little 
or  no  profit,  that  they  get  any  business  to  do. 

It  is  doubtful,  also,  whether  agents,  on  the  Scotch  plan, 
could  be  found  in  England — that  is  to  say,  prudent  men  who 
would  be  wilhng  to  guarantee  the  debts,  or  who,  if  willing, 
could  find  security  as  in  Scotland,  where  personal  confidence 
is   more  generally  entertained,   and   mutual   assistance  more 


19 

liberally  afforded.  But  supposing  these  objections  to  the  sys- 
tem of  agency  to  be  disposed  of — supposing  it  to  be  possible 
and  effective,  the  question  remains,  to  what  extent  ?  One 
Board  of  Directors  can  only  go  through  a  certain  quantity  of 
business;  and  the  overlooking,  controling,  and  directing  the 
transactions  in  detail  of  twenty  or  thirty  Banks,  each  with  a 
considerable  business,  would  be  as  much,  or  more  than  they 
could  manage.  Some  of  the  Scotch  Banks,  indeed,  have  more 
than  that  number,  but  many  of  them  are  fixed  where  very 
little  business  is  done,  and  where  the  agent,  with  any  prudence, 
can  hardly  get  wrong,  with  the  strong  motives  he  has  for  keep- 
ing right.  These,  therefore,  give  comparatively,  very  little 
trouble.  The  business  of  one  large  town  would  be  as  great, 
and  require  greater  attention,  than  twenty  such  agencies.  The 
Royal  Bank  of  Scotland  has  only  one  agency,  namely,  in 
Glasgow,  where  it  does  a  very  extensive  business;  and  the 
only  reason  we  know  why  it  has  not  more  is,  that  it  finds  this 
one  as  much  as  it  can  manage. 

The  inconveniences  and  disadvantages  of  this  system  were  so 
manifest,  that  in  forming  the  Provincial  Bank  of  Ireland,  it 
was  thought  necessary  to  improve  upon  it.  With  each  agent 
was  associated  a  local  Board  of  Directors,  consisting  of  the 
most  intelligent  and  respectable  people  of  the  place.  This 
certainly  frees  the  machinery  from  many  of  its  shackles,  but  still 
leaves  it  complex,  unwieldy,  and  labourious.  A  constant  train 
of  references  to  London,  the  supreme  seat  of  direction,  is 
necessary ;  and  the  attention  of  the  directors  is  urgently  and 
unceasingly  employed.  The  London  Board,  consequently, 
although  it  has  only  nineteen  Branches  to  superintend,  sits 
every  day,  and  finds  its  time  busily  engaged.  It  is  obvious, 
therefore,  that  their  system,  assuming  that  it  might  be  extended 
further,  that  they  have  found  it  desirable  or  practicable,  could 
not  be  carried  to  anything  like  the  extent  contemplated  with 
such  an  institution  as  we  propose. 
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There  is  also  another  objection  to  both  the  Scotch  and  Irish 
systems  of  agency,  namely,  that  they  could  not  stand  the  com- 
petition of  local  Joint  Stocks  Banks.  Those  having  a  body  of  ' 
shareholders  on  the  spot,  and  a  board  of  directors  responsible 
for  their  success,  would  be  managed  with  more  zeal  and 
interest,  and  gain,  therefore,  an  insuperable  preference.  The 
Scotch  Banks  find  that,  although  their  superior  credit  and 
resources  give  them  an  advantage  in  many  respects,  a  well 
managed  local  Bank  frequently  proves  too  much  for  them,  and 
obtains  the  best  business  of  the  place.  This  is  still  more 
likely  to  occur  in  England;  and  the  probability  is,  that  a 
London  establishment,  founded  upon  any  system  of  mere 
agency,  would  eventually  generate  a  competition  which  would 
deprive  it  of  the  best  of  its  customers ;  and  that  in  the  end  it 
would  prove  only  a  pioneer  for  local  and  inferior  establish- 
ments. 

It  is,  therefore,  obvious,  that  we  must  have  some  further 
improvement.  We  must  have  branches  which  can  be  more 
easily  managed,  and  whose  business  cannot  so  lightly  be 
affected.     Nor  is  this  a  matter  of  much  difficulty. 

The  usual  mode  with  those  who  have  establishments  at 
a  distance,  and  where  a  discretionary  power  must  be  exercised, 
is  to  have  them  conducted  by  partners.  The  practice  of  the 
Scotch  Banks,  in  this  respect,  is  rather  an  exception  than  a 
rule.  People  of  greater  responsibility,  and  more  entitled  to 
confidence,  can  be  had  as  partners  than  as  agents ;  *  and  it  is 
found  by  experience,  that  good  agents  make  still  better  part- 
ners. More  trust  can  be  reposed  in  them  in  one  capacity  than 
the  other  ;  and  to  engage  [all  the  powers  of  their  mind,  as  well 
as  their  time  and  attention,  in  your  service,  you  must  give  them 
an  interest  in  their  own  exertions.  Hence  with  Banking  in 
England,  though  management  by  agents  does  not  answer, 
management  by  partners  does.  A  country  Banker  with  differ- 
ent establishments,  has  always  a  managing  partner  in  each ; 
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each  being  generally  a  separate  Bank,  and  the  managing  part- 
ner only  concerned  in  the  Bank  which  he  conducts.  We  may 
take  Messrs.  Gurney,  of  Norwich,  for  instance,  who  are  well 
known  for  the  success  and  extent  to  which  they  have  carried 
country  Banking.  They  have  a  great  many  different  Banks, 
all  of  which  are  managed  by  partners  ;  and  these,  if  not  related 
to  the  firm,  are  generally  persons  of  business,  of  property,  and 
of  prudence,  selected  upon  the  spot. 

Now  it  is  not  necessary  to  propose  that  a  Public  Bank  shall 
enter  into  partnership  with  individuals.  The  idea  which  more 
naturally  suggests  itself,  is  that  of  a  partnership  with  the 
public,  which  must  clearly  have  the  same  advantages  over  a 
private  partnership,  that  a  public  Bank  has  over  a  private  one. 

The  plan  for  this  purpose  is  remarkably  simple  : — 

1.  Let  each  hrancli  of  the  institution  he  a  separate  BanTc. 

2.  Let  it  have  a  bodij  of  local  Shareholders,  who  shall 

subscribe  one  half  the  capital,  and  take  one  half  of 
the  profits  and  losses  of  the  concern. 

3.  Let  it  he  managed  by  a   local  Board  of  Directors, 

chosen   by    the   local  Shareholders,    subject  to    the  ^ 
reviexo  and  control  of  the  London  Board. 

This  is,  in  fact,  nothing  more  than  Messrs.  Gurneys'  prin- 
ciple applied,  on  a  scale  which  admits  the  fuller  exercise  of  its 
power,  to  public,  instead  of  private  Banking.  The  practica- 
bility and  advantage  of  management  by  local  directors,  are 
already  confirmed  by  the  success  of  the  Joint  Stock  Banks  in 
existence ;  and  the  plan  we  have  suggested  embraces  all  the 
benefits  of  it,  while  it  is  free  from  many  of  its  inconveniences. 
In  particular,  owing  to  the  control  of  the  Board  of  the  parent 
establishment,  there  will  be  no  necessity  for  so  numerous  a 
body  in  the  local  direction ;  and  the  jealousy  which  men  of 
business  feel  of  their  private  affairs  being  communicated  to, 
and  canvassed  by  such  a  body,  will  be  partially  obviated.     The 
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shareholders,  moreover,  knowing  that  their  resident  directors 
are  acting  under  the  supervision  of  judges  the  most  competent, 
elsewhere,  will  repose  in  them  a  degree  of  confidence,  which 
will  at  once  render  the  duties  of  their  office  more  pleasant, 
honourable,  and  easy. 

The  rationale  of  the  plan  is  by  no  means  complex.  Each 
Branch  will  be  managed  as  if  it  were  an  independent  establish- 
ment. It  will  have  its  own  circulation,  its  own  funds,  its  own 
London  stock  account,  &c.  ;  and  if  it  should  want  to  borrow 
money  of  the  parent  establishment,  it  will  do  so  in  the  ordinary 
way  of  negotiation.  The  arcana  of  management — the  think- 
ing and  contriving  how  to  make  the  Bank  profitable,  will  rest 
altogether  with  the  local  Directors.  The  London  Directors, 
unless  by  some  general  rule  or  for  some  special  reason,  will 
never  interfere ;  although  the  power  of  doing  so  must  certainly 
be  vested  in  them.  Their  interference,  indeed,  cannot  be 
presumed  to  be  frequent  or  arbitrary,  unless  we  also  presume 
that  there  frequently  would  occur  very  urgent  necessities  for  it 
■^an  argument  which,  so  far  from  rendering  the  power  of 
it  objectionable,  would  render  it  indispensable.  But  this 
would  never  happen  with  the  respectable  parties  to  whom  the 
management  would  be  confided  ;  and  even  supposing  that  mal- 
administration was  not  impossible,  the  very  existence  of  a 
power  to  remove  it  would  be  sufficient  to  prevent  it.  Besides, 
although  an  external  control  might  be  disagreeable  to  the 
Directors,  on  the  other  hand  it  would  be  a  satisfactory  assu- 
rance to  the  Shareholders ;  and  hence  we  have  no  apprehen- 
sion, from  this  cause,  that  ample  constituencies  would  not  be 
found  for  such  establishments. 

The  advantages  to  the  parent  Bank  from  the  union  may  be 
very  concisely  pointed  out ;  it  would  obtain  one  half  the  profits 
derived  from  the  connections  and  labours  of  its  local  share- 
holders and  directors,  with  great  safety  and  little  trouble. 

The  advantages  to  the  local  shareholders  are  reciprocally 
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great.     The  capital  of  a  Bank  is  only  wanted  for  credit ;  it  is 
rarely  used  for  the  purposes  of  Banking,  which  consists  in 
receiving  the  deposits  of  the  public,  on  the  one  hand,  and 
lending  them  out  on  the  other ;  in  circulating  notes ;  in  buying 
and  selling  bills  upon  London,  &c.     For  this,  credit  is  neces- 
sary, and  capital  is  wanted  for  the  mere  purpose  of  giving  it. 
Now  the  parent  Bank  would  not  advance  any  capital  to  its 
Branches,  to  be  employed  ;  but  reserve  all  its  capital  in  London 
to  perform  its  legitimate  function  of  giving  them  credit,  allow 
ing  the  Branch  the  interest  obtained  for  it.     The  credit  they 
would  thus  enjoy   would  be  twenty  times  as   great  as  their 
own  capital  could  give  them ;  and  they  would  consequently 
obtain  more  deposits,  and  be  able  to  deal  more  extensively. 
As  they  would  also  arrange  with  the  parent  Bank  for  assist- 
ance on  any  emergency,  they  might  lend  out  all  the  money 
they  received,  and  even  their  own  local  capital  besides,  on  any 
good  security  that  would  yield  them  a  good  interest.     By  this 
they  would  make  greater  gains,  and  afford  greater  accommo- 
dation to  the  country,  than  if  obliged  to  keep  the  whole  of 
their  capital,  and  a  part  of  their  deposits  in  London,  in  a  more 
tangible  but  less  profitable  shape,   which  would  be  the  case 
were  they  local  and  isolated  establishments. 

Every  local  and  isolated  Bank,  will  be  obliged  to  keep  the 
whole  of  its  capital  and  even  a  portion  of  its  deposits,  if  they 
be  large  compared  with  its  capital,  in  Government  securities, 
to  meet  any  possible  emergency.  Whereas,  upon  the  plan 
proposed,  it  would  not  be  necessary  that  more  than  one  half  of 
its  capital  should  be  so  employed.  If  the  Branch  had  a  large 
amount  of  its  local  funds  employed  in  London,  it  would  be  a 
matter  of  choice  and  not  of  necessity. 


CHAPTER   IV. 

Profits  which  may  he  anticipated. 

Having  thus  pointed  out  the  necessity  for  a  Metropolitan 
estabhshment,  and  the  proper  plan  on  which  it  ought  to  be 
constructed,  we  shall  now  say  a  few  words  as  to  the  profits 
likely  to  be  derived  from  such  an  undertaking,  to  those  who 
embark  their  capital  in  it. 

And  in  the  first  place  we  may  remark  that  it  will  not  be 
attended  with  risk.  Numerous  instances  may  be  pointed  out 
of  large  fortunes  being  lost  by  Banks,  but  none,  in  modern 
times  at  least^  of  any  serious  loss  by  Joint  Stock  Banks  pos- 
sessing large  capitals,  and  doing  business  on  an  extensive  scale. 
Nothing,  indeed,  can  be  more  safe  and  steady  than  the  business 
and  profit  of  such  an  establishment.  The  great  Scotch  Banks 
pay  their  dividends  derived  from  the  profits  of  their  trade,  with 
as  much  certainty  as  the  Government  pays  the  interest  to  the 
fundholder  ;  so  regular  and  steady,  indeed,  are  their  dividends 
paid,  that  a  three  per  cent,  dividend  by  a  Scotch  Bank,  sells 
nearly  as  high  as  the  three  per  cent,  consols,*  a  circumstance 
which  clearly  proves  that  experience  has  taught  the  people  of 
Scotland,  that  Banking  by  Joint  Stock  Companies  on  a  large 
scale,  is  a  business  from  which  no  loss,  so  serious  as  to  affect 
their  dividends,  need  ever  be  anticipated.  Nor  is  this  peculiar 
to  Scotland:    the  Provincial  Bank  of  Ireland  is  a  London 

•  The  following,  for  instance,  is  a  list  of  the  dividends  paid  by  the  five 
great  Scotch  Banks,  the  market  prices  of  their  stocks,  and  the  value  which  3 
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Company,  conducting  business  in  Ireland  on  a  great  scale ; 
and  though  it  has  had  very  serious  losses  and  difficulties  to 
contend  with  from  its  first  establishment,  these  losses  have 
never  affected  its  dividends,  which  have  gradually  improved. 
We  may,  therefore,  safely  affirm,  that  whether  Banking  by 
Joint  Stock  Companies  be  a  trade  of  great  profit  or  not,  it  is 
certainly  not  one  of  any  risk  at  all  affecting  the  capital  embarked 
in  it. 

This  affirmation,  however,  can  only  be  made  of  Banks  with 
large  capitals,  and  which  will  afford  the  expense  of  the  machi- 
nery of  a  proper  system  of  control  and  inspection.  Two  small 
Joint  Stock  Banks  in  Scotland  have,  within  these  few  years,  failed, 


per  cent,  of  their  dividends  is  worth  at  such  market  price  : — 


Bank  of  Scotland  

Royal  ditto  ditto  

Commercial  ditto  ditto    ... 

National  ditto  ditto 

British  Linen  Company ... 


Amount  of 
Capital 

£. 


Dividends 
per  Cent* 


the  Stock 
per  Cent. 


1,500,000|6  per  cent.  177 

1,500,000  6  per  ditto  156 

600,000,6  per  ditto;i59 

500,000  5  per  ditt0jl36 

500,000  8  per  ditto  242  10 


Total.., 


£31 


£870 


3  per  Cent, 
of  each 
Dividend. 

88-10 

78 

79-10 

81-12 

90-18 


Average 

£83-14 


The  above  is  from  Wetenhall's  list  of  the  27th  May,  1831,  on  which  day 
the  highest  price  of  the  3  per  cent,  consols  was  £83.  and  a  fraction.  Thus, 
on  the  average,  the  stock  of  the  Scotch  Banks  is  as  high  as  the  stock  of  govern- 
ment. 

The  dividends  of  these  Banks,  it  must  be  also  observed,  greatly  depend 
upon  the  annual  profits  derived  from  their  respective  trades ;  more  especially 
the  three  last.  The  capitals  of  these  will,  at  4  per  cent.,  yield,  two  of  them 
£20,000.  each,  and  the  other  one  £24,000.,  independent  of  their  trade.  But 
they  have  large  and  expensive  establishments  in  Edinburgh,  and  someway 
about  thirty  branch  establishments  each  ;  so  that  their  standing  expences  to 
be  paid,  whether  they  make  any  profit  or  not,  cannot  be  less  than  from  20 
or  £30,000.  each,  or  at  all  events,  not  less  than  the  amount  of  interest  they 
derive  from  their  capitals.  Their  standing  expenditure  being  thus  at  least 
equal  to  their  standing  income,  their  dividends  must  be  exclusively  paid  out 
of  the  annual  profits  of  Banking,  which  it  is  obvious,  if  it  were  a  hazardous 
business,  could  never  be  done  with  that  certainty  which  is  calculated  upon. 
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with  infinite  mischief  to  their  proprietory.  They  were  esta- 
blished in  small  places ;  the  directors,  in  each  case,  contracted 
an  undue  confidence  in  the  manager,  and  left  the  management 
exclusively  to  him,  without  inspection  or  control,  and  they 
were,  in  both  cases,  tempted  to  abuse  the  confidence  reposed 
in  them,  and  make  away  with  the  Banks'*  money  to  a  great 
extent ;  whereas,  if  these  Banks  had  been  branches  of  a  larger 
establishment,  this  could  not  have  occurred ;  and  even  if  it 
had,  the  loss  would  not  have  been  severely  felt. 


Having  thus  shewn  that  the  proposed  undertaking  is  one  to 
which  no  risk  attaches,  we  shall  next  consider  the  profit  that 
may  be  expected  from  it. 

In  subscribing  to  a  new  undertaking,  the  object,  in  general, 
is  not  only  to  obtain  a  good  interest,  but  to  improve  the  prin- 
cipal sum  embarked.  This,  in  a  Bank,  if  it  be  successful,  the 
subscriber  is  enabled  to  do  by  selling  his  share  or  interest  in 
the  concern.  Such,  indeed,  is  his  only  mode  of  retiring  from 
it ;  and  few  people  will  have  any  connexion  with  a  commercial 
undertaking  which  they  do  not  expect  to  retire  from  with  the 
advantage.  Hence,  in  subscribing  to  a  new  Bank,  the  public 
are  led  to  consider  the  probable  future  price  of  its  stock,  the 
same  as  they  would  that  of  an  estate,  or  any  other  thing  in 
which  they  embark  their  capital,  not  for  the  sake  of  income 
alone,  but  in  anticipation  of  again  selling  it.  In  forming  a 
Bank,  also,  if  there  be  any  risk  of  loss,  they  run  it,  and  they 
are  entitled  to  any  gain,  on  the  other  hand,  that  may  be  the 
result.  Hence,  with  reference  to  the  formation  of  Banks,  we 
are  necessarily  led  to  consider  the  price  at  which  their  stocks 
are  likely  to  sell  after  they  are  formed.*     And  our  best  evi- 

*  In  this  respect,  the  present  appears  to  be  a  very  favorable  time  for  their 
establishment,  even  much  more  favorable  than  during  the  war,  when  the 
profits  of  Banking,  like  all  other  profits,  were  much  higher  than  they  are  at 
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dence  on  this  point  is  furnished  by  the  price  at  which  the 
shares  of  the  Banks  established  under  the  Act  of  1826, 
have  sold. 

It  was  some  little  time  before  Banks  began  to  be  established 
under  this  Act,  and  the  first  were  formed  with  difficulty. 
Three  out  of  the  first  four  did  not  obtain  subscriptions  for 

present.  This  will  be  evident  upon  reference  to  the  following  account  of  the 
price  of  stock,  and  of  the  amount  of  the  dividends  of  the  Bank  of  Scotland, 
from  the  year  1810  to  1830. 

Dividend  upon  paid  up  Price  of  the  Stock  per  cent. 

Capital.  on  paid  up  Capital.  * 

In  1811  7i  per  cent 169  16  0 

1812  7i       —       169  11  0 

1813  7^      —       165  19  0 

1814  74       —       171     0  0 

1815  74      —       167     8  0 

1816  74  84—       167     8  0 

1817  84  91—      201     4  0 

1818  94      —      and  a  bonus  of  20  per  cent 255  14  0 

1819  94      —       243    0  0 

1820  94      —       239  10  0 

1821  94      —       237     4  0 

1822  9i      —      24T  13  0 

1823  94  8  —       233  10  0 

1824  8        —       242     1  0 

1825  8        —      and  a  bonus  of  20  per  cent .....262    0  0 

1826  8         —       229  19  0 

1827  6        —       209     8  0 

1828  6        —      207  12  0 

1829  6         — , 207  12  3 

1830  6         —       205     5  8 

The  Bank  of  Scotland,  it  must  be  observed,  never  pays  its  dividend  out  of 

any  fund  except  income  legitimately  derived  from  the  interest  of  its  capital, 
and  from  the  profits  of  Banking.  But  during  the  war,  the  Bank,  from  the 
high  rate  of  interest  obtained,  was  induced  to  invest  largely  in  Government 
securities.  From  the  sale  of  these,  a  great  profit  was  reahzed  on  the  return 
of  peace,  which  the  Bank  divided,  by  giving  its  shareholders  the  two  bonusses 

•  The  price  of  the  stock  of  this  Bank  in  the  Stock  Exchange  lists,  is  quoted  at  its  price  per  share, 
upon  which  £83.  15s.  4d.  has  been  paid.    The  dividend,  however,  is  given  as  above  stated. 
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more  than  two-thirds  of  their  capitals,  and  it  was,  in  each  case, 
a  question  of  much  doubt  whether  they  should  be  able  to  obtain 
subscribers  sufficient  to  enable  them  to  go  on.  Their  success, 
however,  exceeded  all  expectation  :  for  within  two  years,  sales 
of  their  shares  were  made  at  the  following  premiums  upon 
the  capital  paid  up. 

The  Lancaster  Bank  Shares  sold  at  100  per  cent.  prem. 

The  Huddersfield  Bank  do 50  do. 

The  Bradford  Bank  do 50  do. 

The  Norwich  Bank  do 50  do. 

This  was  the  result  of  actual  success.  In  the  first  instance 
their  shares  were  unsaleable,  and  a  forced  sale,  at  least,  could 
only  have  been  made  at  a  discount.  These  premiums  have 
since  varied  :  the  sh  ires  of  the  Lancaster  Bank  have  fallen  to 
60  per  cent.,  and  the  Norwich  have  also  fallen  ;  but  the  Hud- 
dersfield have  risen  considerably  ;  and  the  last  sale  of  the  shares 
of  the  Bradford  Bank  have  been  made  at  130  premium ;  so  that, 
upon  the  average,  they  have  been  maintained. 

Banks,  however,  since  then  have,  in  a  majority  of  cases,  been 
subscribed  to  with  great  eagerness,  and  several  more  have  been 
established,  and  it  is  understood  that  the  shares  of  all  of  them 
sell  for  a  greater  or  less  amount  of  premium.  The  following 
may  be  quoted  as  the  premiums  of  some  of  them  : — 

of  20  per  cent,  above  mentioned ;  and  the  dividends  now  paid,  are  derived 
from  the  interest  of  its  capital  and  profits  of  Banliing  annually  made,  the 
same  as  during  the  war. 

A  similar  scale  of  prices  and  dividends  of  the  other  Scotch  Banks  that  are 
governed  by  the  same  principles,  would  show  the  same  results. 

It  is  thus  seen,  that  though  the  dividends  are  now  20  per  cent,  less  than 
in  1811,  a  period  when  banking  was  considered  to  be  in  its  most  flourishing 
state,  the  price  of  the  shares  are  nearly  20  per  cent,  higher.  Hence,  to  the 
shareholders,  Banking  is,  in  the  market,  more  valuable  now  than  it  was  then. 
A  person  concerned  in  forming  a  new  Bank,  in  which  he  will  obtain  his  shares 
at  par,  may  expect  to  make  20  per  cent,  more  by  the  sale  of  them. 
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Manchester  Bank  30  per  cent.  prem. 

Workington  Bank     50  do. 

Halifax  Bank     60  do. 

Lancaster  Bank 60  do. 

Huddersfield  Bank    70  do. 

Gloucester  Bank    90  do. 

Bradford  Bank  130  do. 

Bank  of  Birmingham    100  do. 

Birmingham  Bank     160  do. 

Now  none  of  these  premiums  have  been  given  in  anticipation 
of  success,  and,  in  general,  they  have  risen  gradually,  each 
succeeding  sale  being  at  a  higher  rate  than  the  last. 

After  this,  little  further  need  be  observed  upon  the  benefits 
to  be  derived  from  forming  Joint  Stock  Banks  in  England,  to 
those  who  form  them. 

These  Banks,  it  may  likewise  be  observed,  for  the  most  part, 
have  had  no  peculiar  advantages.  They  in  general  have  had 
very  powerful  old  established  Private  Banks  to  compete  with^ 
and  yet  have  succeeded  in  this  extraordinary  manner.  In 
Norwich,  for  instance,  where  the  Private  Banks  are  extremely 
popular  and  powerful,  one  recently  gave  up  business,  and  two 
thirds  of  its  customers,  notwithstanding  the  superiority  of  the 
Private  Banks  they  had  the  option  to  deal  with,  transferred 
their  accounts  to  the  Joint  Stock  Company.  Having  made,  how- 
ever, a  considerable  bad  debt,  its  shares  do  not  at  present  bear 
the  premium  they  did,  though  the  Bank  will  not  sell  what  it 
holds  itself,  at  less  than  50  per  cent.,  the  premium  which  they 
have  hitherto  borne. 

It  cannot,  of  course,  be  denied  that  the  great  premium  upon 
the  stock  of  some  of  these  Banks  results  from  the  limited 
capital  paid  up,  compared  with  the  business  transacted  and 
profits  realized.  But  on  the  plan  proposed,  the  capital  will 
not  bo  greater  in  proportion.     The  magnitude  of  the  capital  of 
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the  proposed  Bank,  it  must  be  remembered;  will  result  from  the 
concentration  of  the  moiety  of  a  number  of  small  capitals  in 
one.  The  amount  of  capital  to  which  the  profits  of  each  branch 
will  apply,  will  probably  not  be  much  larger  than  the  capitals 
which  are  saleable  at  the  above  premiums. 

But,  independent  of  the  profits  to  be  derived  from  Banking, 
it  is  intended  that  the  first  cstablishers  of  the  proposed  under- 
taking shall  be  benefitted  by  another  arrangement,  connected 
with  the  raising  of  the  capital. 


CHAPTER  V. 

Plan  ofraisifig  the  Capital^  and  Profit  to  he  derived 

from  it. 

Banking  is  a  trade  which  may  be  conducted  without  capi- 
tal, inasmuch  as  a  Bank  deals  in  the  capital  of  the  public, 
and  not  in  its  own.  Nevertheless,  the  larger  the  capital  applied 
to  the  trade  of  Banking,  the  more  successfully  it  can  be  pur- 
sued ;  and  the  more  beneficial  it  can  be  rendered  to  the  agri- 
cultural and  landed  interests.  Banking,  even  in  Scotland,  has 
never  yet  been  carried  to  the  beneficial  extent  to  which  it 
might  be  carried,  acting,  as  the  Banks  are  obliged  to  do,  under 
the  constant  dread  of  embarrassment,  produced  by  the  changes 
and  shocks  so  frequently  given  to  all  monetary  and  commercial 
proceedings  by  the  Banking  system  of  England.  It  would  be 
well  if  there  was  not  a  Bank  in  England  with  less  than  a  million 
of  paid  up  capital ;  and  still  better  if  there  was  not  a  Bank  with 
less  than  five  million.  Public  credit  would  then  be  based  upon 
a  foundation  which  could  never  be  in  the  least  affected,  and  the 
proceedings  of  Banks  would  be  governed  by  calculations  having 
reference  to  the  natural  supply  and  demand  for  money  alone. 
And  it  is  highly  desirable  for  the  public,  that  any  Banking 
establishment  should  contain  within  it  the  principle  of  extension 
as  to  its  capital,  so  that  it  may  become  as  large  as  possible. 

It  is  likewise  desirable  that  the  proposed  institution  should  be 
induced  by  the  strongest  motives  to  carry  its  branches  into  the 
remotest  districts — into  the  agricultural  districts  as  well  as  into 
the  commercial,  which  there  are  many  reasons  to  suppose  it 
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might  not  be  induced  to  do  on  the  ordinary  principles  upon 
which  Banks  are  usually  founded. 

The  plan  commonly  adopted  of  raising  the  capital  for  an 
undertaking  of  this  nature,  is  to  fix  the  amount  of  it  much 
higher  than  ever,  in  any  probability,  will  be  wanted ;  and  then 
to  call  up  at  the  outset,  and  on  future  occasions,  such  parts  of 
it  as  the  progress  of  the  concern  may  demand. 

But,  on  this  plan,  it  has  been  found  by  experience,  that 
every  call  would  be  certain  to  bring  so  many  shares  at  one  time 
into  the  market,  as  would  greatly  depress  them,  and  subject 
their  marketable  value  to  continual  fluctuation.  This  would 
generate  a  practice  of  jobbing  in  them,  and  all  the  mischievous 
consequences  attendant  upon  it,  which,  of  all  things,  it  is 
desirable  to  prevent. 

In  the  next  place,  so  far  from  the  directors  having  a  motive 
to  extend  the  concern,  their  interest  would  be  the  very  reverse. 
After  having  made  calls  to  the  amount  of  a  million  or  two,  and 
found  the  unpopularity  of  them,  they  would  rather  be  induced 
to  limit  the  operations  of  the  company  to  the  capital  paid  up, 
than  to  call  for  more.  Again  they  would  argue  — "  why  should 
we  create  for  ourselves  additional  trouble  by  extending  our 
business,  if  it  is  neither  to  augment  our  dividends,  nor  improve 
the  price  of  our  stock  ?  By  making  further  calls,  the  addi- 
tional gains  will  be  merely  diffused  over  a  wider  surface ;  and, 
while  the  returns  on  the  existing  capital  will  not  be  increased, 
the  market  value  of  it  will  be  reduced  !""  The  course  they 
would  under  such  circumstances  pursue,  is  clear.  In  prefer- 
ence to  enlarging  their  operations,  they  would  confine  them  to 
the  capital  in  hand,  and  thus  partially  defeat  the  higher  objects 
of  the  institution. 

And,  lastly,  it  is  doubtful  whether  on  this  plan  it  would  suit 
persons  to  subscribe  for  the  purpose  of  investment.  Few  would 
find  it  their  interest,  if  they  even  found  it  convenient,  to  keep 
by  them,  for  every  share  they  held,  and  upon  which  10  per 
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cent,  might  have  been  paid,  a  further  considerable  portion  of 
its  nominal  value  to  meet  the  contingency  of  future  calls.  Yet 
this,  if  desirous  to  hold  their  shares,  must  necessarily  be  the 
case.  Perhaps  also,  it  would  as  little  suit  the  views  of  specu- 
lators ;  for,  as  every  call  would  have  a  tendency  to  reduce  the 
market  price  of  shares,  they  would  speculate  upon  purchasing 
them  at  a  discount,  and  with  this  expectation  would  rather  be 
induced  to  hold  off  than  to  subscribe.  It  is,  therefore,  proble- 
matical at  least,  whether  the  capital  on  this  plan  could  be  raised 
at  all. 

Then  why  not  obviate  the  necessity  of  calls  by  having  the 
requisite  capital  paid  up  at  once.-^  But  to  this  there  is  an 
insuperable  obstacle.  The  institution,  if  successful,  may  ulti- 
mately require  five,  and  not  improbably,  ten  millions  of  money ; 
and  to  call  up  the  least  of  these  sums,  in  the  first  instance, 
would  be  impossible.  The  public  would  never  subscribe  to 
an  undertaking,  in  which  it  was  proposed  to  call  up  so  large  a 
capital,  for  the  purposes  of  a  business  to  be  created. 

It  is  evident,  therefore,  that  some  other  plan  of  raising  the 
capital  must  be  devised ;  and  every  difficulty  is  easily  avoided 
by  striking  in  the  right  direction  at  a  very  equitable  principle — 
namely,  that  those  who  incur  the  risk  and  trouble  of  establish- 
ing the  concern,  shall  enjoy  the  benefits  resulting  from  the  ex- 
tension of  it.  This  is  professedly  aimed  at  in  every  under- 
taking, but  often  in  so  clumsy  a  manner,  that  those  who  first 
venture  to  establish  it  are  considerable  sufferers,  while  the 
benefits  of  it  are  reaped  by  the  less  deserving  parties  who  suc- 
ceed them.    The  plan  which  we  propose  is  simply  as  follows  : — 

Let  a  capital,  not  more  than  sufficient  to  commence 

Toith — a  million  Jhr  instance — he  raised  at  the  outset ; 

and  let  this  be  termed  the  Original  Capital.     As  fresh 

Jields  present  themselves  for  branches  of  the  institution, 

let  the  additional  capital  required^  be  raised  by  afresh 


34 

issue  of  shares — to  be  issued  by  the  directors  at  what- 
ever premium  they  are  worth,  and  the  premiuTn  to  go 
exclusively  to  the  original  shareholders  and  establishers 
of  the  concern. 

By  this  plan  all  the  objections  will  be  effectually  removed. 

In  the  first  place  there  would  be  no  nominal  capital.  As 
the  capital  first  raised  would  not  exceed  the  amount  necessary 
to  commence  with,  the  whole  of  it  must  be  paid  up ;  and,  as 
fresh  shares  would  only  be  issued  at  such  times,  and  to  such 
extent,  as  fresh  capital  was  wanted,  the  full  value  of  them 
would  also  be  paid  up  for  the  same  reason. 

In  the  next  place,  the  price  of  the  stock  would  be  kept 
steady,  and  all  jobbing  prevented.  The  company,  on  the  one 
hand,  would  not  issue  fresh  shares  unless  a  fair  price  could  be 
obtained  for  them  ;  while,  the  issue  being  unrestricted  on  the 
other,  they  could  hardly  at  any  time  rise  much  above  the  com- 
pany ""s  price,  until  the  utmost  extent  of  capital  was  raised  that 
it  might  be  deemed  desirable  to  employ.  All  inducements, 
therefore,  to  speculation,  except  for  the  legitimate  object  of 
investment,  would  be  effectually  discouraged. 

In  the  third  place,  the  original  capital  being  paid  up,  and 
the  public  being  left  to  their  own  judgment,  whether  more  can 
be  employed  profitably  or  not,  no  person  will  at  any  time  be 
compelled  to  embark  a  shilling  against  his  inclination.  The 
directors  cannot  indulge  fanciful  prospects,  as  too  frequently 
happens  on  the  plan  of  calls,  and  compel  the  shareholders  to 
advance  more  money  at  par,  when,  if  they  wished  to  increase 
their  interest  in  the  concern,  they  could  do  it  better  by  pur- 
chasing other  shares  at  a  discount.  Directors  generally  affect 
in  such  cases  that  the  price  of  shares  is  a  matter  that  ought  to 
be  foreign  to  their  consideration,  but  no  imposition  can  possibly 
be  more  galling  and  palpable. 

In  the  fourth  place,  the  premium  to  be  obtained  from  the 
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sale  of  additional  shares,  would  be  a  considerable  source  of 
profit,  provided  that  the  institution  made  way  in  the  estimation 
of  the  public.  The  directors,  therefore,  would  have  the 
strongest  motives  to  improve  and  extend  the  business  of  the 
concern,  in  order  to  justify  their  enlarging  the  capital.  Nor 
is  there  any  danger  of  their  doing  this  improperly ;  for  the 
shares  of  the  institution  would  bear  no  premium  unless  pre- 
viously merited  by  its  success.  Thus,  the  Directors  would  not 
only  have  ample  inducement  to  carry  their  operations  wherever 
there  was  a  field  for  their  exertions,  but  a  sufficient  check 
against  their  doing  so  incautiously  or  unfairly ;  and  the  objects 
of  the  institution,  instead  of  being  retarded  by  the  necessity  of 
fresh  calls  for  capital,  would  be  promoted  and  quickened  by 
their  impulse,  as  far  as  a  safe  and  honest  principle  of  profitable 
management  was  capable  of  realizing  them. 

Lastly,  instead  of  any  difficulty  in  raising  the  capital,  it 
would  be  rendered  doubly  certain  ;  first,  by  the  limited  amount 
required  at  the  outset,  and  next,  by  the  additional  profit  secured 
to  the  original  subscriber.  There  is  nothing  extravagant  in 
supposing  that  the  shares  in  seven  years  would  rise  to  50  per 
cent,  premium;  from  the  instances  pointed  out  of  weaker  esta- 
blishments making  a  much  greater  premium  in  a  much  shorter 
period  of  time.  Indeed,  it  carries  with  it  all  the  promise  of 
certainty  ;  and,  if  so,  it  cannot  be  doubted  that  the  concern 
might  simultaneously  be  extended,  so  as  to  employ  at  least  five 
millions  of  capital.  Now,  assuming  that  only  twenty-Jive  per 
cent,  pr^^ium  would  on  the  average  be  obtained  oh-the  four 
milTiJ^hs  of  adaitlonai  issue,  it  Wbuld  bring^  th?  original  sub- 
scriber an  aggregate  premium  on  his  share  of  one  hundred  per 
cent.  To  this  must  be  added,  the  intrinsic  premium  on  the 
share  of  fifty  per  cent. ;  altogether  raising  its  value,  in  seven 
years,  from  one  hundred  to  two  hundred  andjifty  pounds.  Nor 
is  this  a  very  sanguine  calculation ;  for  the  experience  of  such 
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Joint  Stock  Banks  as  have  been  already  established,  shews 
that  the  results  are  as  likely  to  exceed,  as  to  be  under  it. 

We  have  suggested  a  million  as  the  amount  of  the  original 
capital,  because  there  is  no  doubt  that  a  profitable  return  might 
be  obtained  upon  this  sum  in  a  reasonable  time,  and  because  a 
smaller  one  would  hardly  supply  that  body  of  credit,  which  is 
designed  as  one  of  the  principal  advantages  to  local  shareholders 
connecting  themselves  with  the  institution.  The  enlargement 
of  the  capital,  subsequently,  must  be  determined  on  some  fixed 
and  fair  principle ;  and  none  appears  more  simple  or  more  just 
than  that  the  amount  of  capital  raised  in  London,  shall  be 
equal  to  the  component  parts  of  that  raised  in  the  country. 
Every  new  Bank  that  is  formed  in  the  country,  will  thus  entitle 
the  London  Company  to  add  to  its  capital,  by  an  issue  of  fresh 
shares,  a  sum  equal  to  the  local  capital  of  such  Bank  ;  and  the 
London  Company,  though  it  will  advance  no  capital  to  its 
branches,  .to  be  employed,  (unless  borrowed  in  the  ordinary 
manner),  will  raise  as  much  capital  for  their  purposes,  that  is 
for  their  credit  and  emergencies,  as  is  raised  by  themselves. 

The  foregoing  principles  having  been  approved  by  a  nu- 
mierous  and  intelligent  body  of  influential  persons,  three  years 
ago  steps  were  taken  to  form  such  an  establishment,  which 
have  finally  issued  in  the  undertaking  proposed,  in  the  follow- 
ing Prospectus. 
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